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Commonwealth of the Northern Mari-
anas, the Federated States of Micro-
nesia, the Republic of Palau, or the Re-
public of the Marshall Islands. 

USDA. The United States Depart-
ment of Agriculture. 

Unsecured loan. A loan evidenced only 
by the borrower’s promissory note. 

Value appreciation. The current mar-
ket value of the property minus: the 
balance due prior lienholders, the un-
paid balance of the RHS debt, unreim-
bursed closing costs (if any), principal 
reduction, the original equity (if any) 
of the borrower, and the value added by 
capital improvements. 

Very low-income. An adjusted income 
that does not exceed the HUD- estab-
lished very low-income limit (generally 
50 percent of median income adjusted 
for household size) for the county or 
the Metropolitan Statistical Area 
where the property is or will be lo-
cated. 

Veterans preference. A preference ex-
tended to any person applying for a 
loan or grant under this part who 
served on active duty and has been dis-
charged or released from the active 
forces on conditions other than dishon-
orable from the United States Army, 
Navy, Air Force, Marine Corps, or 
Coast Guard. The preference applies to 
the serviceperson, or the family of a 
deceased serviceperson who died in 
service before the termination of such 
war or such period or era. The applica-
ble timeframes are: 

(1) During the period of April 6, 1917, 
through March 31, 1921; 

(2) During the period of December 7, 
1941, through December 31, 1946; 

(3) During the period of June 27, 1950, 
through January 31, 1955; 

(4) For a period of more than 180 
days, any part of which occurred after 
January 31, 1955, but on or before May 
7, 1975; or 

(5) During the period beginning Au-
gust 2, 1990, and ending the date pre-
scribed by Presidential Proclamation 
or law. 

[61 FR 59779, Nov. 22, 1996; 61 FR 65266, Dec. 
11, 1996, as amended at 67 FR 78329, Dec. 24, 
2002; 70 FR 6552, Feb. 8, 2005] 

EFFECTIVE DATE NOTE: At 72 FR 73255, Dec. 
27, 2007, § 3550.10 was amended by revising the 
definitions for ‘‘leveraged loan’’ and ‘‘pay-
ment assistance’’, effective Apr. 1, 2008. For 

the convenience of the user, the revised text 
is set forth as follows: 

§ 3550.10 Definitions. 

* * * * * 

Leveraged loan. An affordable housing prod-
uct loan or grant to an Agency borrower 
property, closed simultaneously with an 
RHS loan. Affordable leveraged loans are 
characterized by long term (not less than 30 
years), amortized payments with a note in-
terest rate equal to or less than 3 percent. 

* * * * * 

Payment assistance. A payment subsidy 
available to eligible section 502 borrowers 
that reduces the effective interest rate of a 
loan (see § 3550.68(c)). Borrowers eligible for a 
payment subsidy receive payment assistance 
unless they are currently eligible for and re-
ceive interest credit. There are two methods 
of payment assistance. Payment assistance 
method 1 is found at 3550.68(c)(2). Payment 
assistance method 2 is found at 3550.68(c)(1). 

* * * * * 

§ 3550.11 State Director assessment of 
homeowner education. 

(a) State Director’s will make an as-
sessment of the availability of certified 
homeowner education in their respec-
tive states and maintain an annually 
updated listing of providers and their 
reasonable costs. 

(b) The order of preference for home-
owner education formats is as follows: 

(1) Classroom; one-on-one counseling; 
or interactive video conference. 

(2) If none of the formats in para-
graph (b)(1) of this section is reason-
ably available; as determined under 
§ 3550.53(i), then the applicant may use 
interactive home-study or interactive 
telephone counseling of at least four 
hours duration. 

(3) If none of the formats in para-
graphs (b)(1) and (b)(2) of this section is 
reasonably available as determined 
under § 3550.53(i), then the applicant 
may use on-line counseling to meet the 
homeownership education requirement. 

(c) Homeownership education must 
include a letter or certificate of com-
pletion and be provided by homeowner-
ship education counselors that are cer-
tified by any of the following: 

(1) The Department of Housing and 
Urban Development (HUD); 
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(2) NeighborWorks America (NWA); 
(3) The National Federation of Hous-

ing Counselors (NFHC); 
(4) National American Indian Hous-

ing Council (NAIHC); or 
(5) The State Housing Finance Agen-

cy or other qualified organization ap-
proved by the State Director. 

(d) The provider will issue a letter or 
certificate of completion to document 
that the borrower has satisfactory 
knowledge of these minimum topics: 

(1) Preparing for homeownership 
(evaluate readiness to go from rental 
to homeownership), 

(2) Budgeting (pre and post-pur-
chase), 

(3) Credit counseling, 
(4) Shopping for a home, 
(5) Lender differences (predatory 

lending), 
(6) Obtaining a mortgage (mortgage 

process, different types of mortgages), 
(7) Loan closing (closing process, doc-

umentation, closing costs), 
(8) Post-occupancy counseling (delin-

quency and foreclosure prevention), 
(9) Life as a homeowner (homeowner 

warranties, maintenance and repairs), 
(e) The provider may tailor the 

homeownership education training to 
the needs of the borrower to ensure 
satisfactory knowledge of the topics 
listed in paragraph (d) of this section. 

[72 FR 5156, Feb. 5, 2007] 

§§ 3550.12–3550.49 [Reserved] 

§ 3550.50 OMB control number. 
The information collection require-

ments contained in this regulation 
have been approved by the Office of 
Management and Budget (OMB) and 
have been assigned OMB control num-
ber 0575–0172. Public reporting burden 
for this collection of information is es-
timated to vary from 5 minutes to 3 
hours per response, with an average of 
11⁄2 hours per response, including time 
for reviewing instructions, searching 
existing data sources, gathering and 
maintaining the data needed, and com-
pleting and reviewing the collection of 
information. You are not required to 
respond to this collection of informa-
tion unless it displays a currently valid 
OMB control number. 

[61 FR 59779, Nov. 22, 1996, as amended at 67 
FR 78329, Dec. 24, 2002] 

Subpart B—Section 502 
Origination 

§ 3550.51 Program objectives. 

Section 502 of the Housing Act of 
1949, as amended authorizes the Rural 
Housing Service (RHS) to provide fi-
nancing to help low- and very low-in-
come persons who cannot obtain credit 
from other sources obtain adequate 
housing in rural areas. Resources for 
the section 502 program are limited, 
and therefore, applicants are required 
to use section 502 funds in conjunction 
with funding or financing from other 
sources, if feasible. Sections 3550.52 
through 3550.73 set forth the require-
ments for originating loans on program 
terms. Section 3550.74 describes the dif-
ferences for originating loans on non-
program (NP) terms. 

§ 3550.52 Loan purposes. 

Section 502 funds may be used to buy, 
build, rehabilitate, improve, or relo-
cate an eligible dwelling and provide 
related facilities for use by the bor-
rower as a permanent residence. In lim-
ited circumstances section 502 funds 
may be used to refinance existing debt. 

(a) Purchases from existing RHS bor-
rowers. To purchase a property cur-
rently financed by an RHS loan, the 
new borrower must assume the existing 
RHS indebtedness. Section 502 funds 
may be used to provide additional fi-
nancing or make repairs. Loan funds 
also may be used to permit a remaining 
borrower to purchase the equity of a 
departing co-borrower. 

(b) Refinancing non-RHS loans. Debt 
from an existing non-RHS loan may be 
refinanced if the existing debt is se-
cured by a lien against the property, 
RHS will have a first lien position on 
the security property after refinancing, 
and: 

(1) In the case of loans for existing 
dwellings, if: 

(i) Due to circumstances beyond the 
applicant’s control, the applicant is in 
danger of losing the property, the debt 
is over $5,000, and the debt was incurred 
for eligible program purposes prior to 
loan application or was a protective ad-
vance made by the mortgagee for items 
covered by the loan to be refinanced, 
including accrued interest, insurance 
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